BUSINESS LOSS RULES
Are you?

- Running a small business as a sole proprietor or through a partnership?

At a glance:

- Taxpayers are required to satisfy the non-commercial loss rules before offsetting any
business losses against their other income. But what exactly are the non-commercial loss rules?

You should:

- Consider if you satisfy the non-commercial loss provisions before offsetting business
losses against your other income.
- Contact us if you require any clariﬁcation or advice.

In the May 2009 budget, the Government tightened the
non-commercial loss rules to make it more difﬁcult for
high income earners to offset business losses against
their other income. Only taxpayers with adjusted taxable
incomes of less than $250,000 who satisfy at least one
of the tests below can offset their business losses
against their other income.

Some taxpayers may still offset business losses against
other income provided one of the following tests are
satisﬁed:
• Assessable income test;
• Real property test;
• Other assets test; and
• Proﬁts test.

Assessable Income Test

Real Property Test

The assessable income test requires that the taxpayer
derives assessable income of $20,000 or more from
the business activities during the income year.

The real property test requires that the business uses
real property or an interest in real property with a value
of at least $500,000. This can be determined using
either the market value or reduced cost base methods.

Other Assets Test

Profits Test

The other assets test requires that the total value of all
the assets used on a continuing basis in the business
be at least $100,000 in value (includes depreciable
assets, trading stock, leased assets, etc but excludes
motor vehicles and assets in SBE/STS pools).

For the proﬁts test to be satisﬁed, the business activity
must have resulted in taxable income in at least three
out of the past ﬁve years, including the current year.

High Income Earner?

Primary Producers?

Taxpayers with adjusted taxable incomes of less than
$250,000 who satisfy at least one of the above tests
can offset their business losses against their other
income. Taxpayers with adjusted taxable incomes over
$250,000 cannot claim the business loss, and must
carry forward the loss to claim against future proﬁts in
that business.

There are exceptions to the rules above if your other
income is less than $40,000.

Disclaimer: This information has been prepared as information for clients of Account(able) Accountants only. While every effort has been made to ensure that the
information contained in this information is free from error and/or omissions, no responsibility can be accepted by Account(able) Accountants. Clients should not act
solely on the basis of the material contained in this Information Sheet, due to changes that can occur in legislation and their personal circumstances. Items herein are
general comments only and do not constitute or convey advice per se. We recommend that you seek our formal advice before acting in any of the areas.This information
sheet is issued as a helpful guide to Account(able) Accountants’ clients for their private information, and not be made available to any person without our prior approval.
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